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TPA states that its new proposal “provides the Texas Legislature with an
opportunity to confirm its recognition of payphone service as truly competitive, thus
allowing a 50 cent cap to go into operation in April 1997, with regulation below the cap
to occur through the competitive marketplace.”

First, this statement defies logic. How can one call a service competitive and then
use that statement to justify a 100 percent rate increase? We could provide this
Commission with numerous newspaper articles, paid advertisements, testimony, and the
like offered by proponents of HB 2128 in which they crowed about the benefits that
telecommunications competition will bring consumers, including Jower prices. Not once
did a legislator stand up and say, “I support HB 2128 because it will increase rates 100
percent!” If the firms in the payphone industry were truly competitive those firms would
not come to the Commission in lockstep asking for the same 100 percent rate increase.

The payphone industry is not competitive for the end user’s dollar. It is ridiculous
to think that a consumer can leave the terminal at DFW Airport to find a more
competitively priced payphone. If one provider has the monopoly on payphones at DFW
why wouldn’t that provider make the decision to maximize profits and charge the highest
amount allowed under any cap set by the PUC? In economic terms, that is the rational
decision for a firm in 2 monopoly position. Every airport, arena, ballpark convention
center, etc., in Texas would do the same. This Commission must recognize that whatever
rate it sets as a cap will be the local coin rate on every payphone in Texas. Today only
convenience stores, airports, etc., benefit from the “competition” in the payphone
industry. A rate cap on commissions paid to location providers might result in some real
competitive choice for the end user--a rate increase does not.

An article on the payphone industry and operator service providers which
appeared last year in the Wall Street Journal sums up the situation”’:

5 “Costly Talk. Why Pay-Phone Calls Can Get So Expensive and Spark Complaints,” Daniel Pearl, The
Wall Street Journal, Tuesday, :May 30, 1995, p. Al.
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When you are selling some of the country’s most expensive telephone
service, it helps if customers don'’t care what you charge.

Cynthia Whiting, a marketer for Oncor Communications, Inc., is pursuing

a Cleveland Laundromat owner named Nick. If he will choose Oncor as the long-

distance carrier for the Laundromat’s pay phone, she promises him $50 up front

plus monthly commission checks. Oncor also will pay the local phone company’s
switching charge and give him 20 minutes of free long-distance calls.

In the strange world of pay phones, Nick is the customer, and the person
doing the dialing is merely an “end user.” Like most of Ms. Whiting's customers,

Nick says yes without asking how much the end user will pay.

Second, the TPA is asking the PUC to allow a 50 cent rate to go into effect unless
the Legislature acts by April 1, 1997 and reverses or otherwise modifies that decision.
The Legislature has already sent the message that a 50 cent rate is unacceptable. As the
Commission will recall, a 50 cent local coin rate was provided for in HB 2128 until it was
deleted in an amendment sponsored by Senator Rodney Ellis in the Senate Economic
Development Committee. The Legislature has already told the Commission to use facts,

good judgment and its duty to protect the public interest in setting a local coin cap.

7. TPA’s “public service” proposal does not justify, nor moderate the impact of,
a rate increase.

The TPA proposal defines certain locations as “public service” locations and
proposes to set a local coin cap of 25 cents at payphones in those locations. The TPA
“public service” proposal does little if anything for those Texans with the least ability to
pay for phone service.

The TPA proposal does not include a requirement that phones must be placed at
the defined list of public service locations. Therefore the profit-seeking payphone
provider will have no incentive to provide service at the listed locations, but rather will
provide phones nearby where a higher charge is permissible. If this Commission is to
endorse a proposal to raise rates on most payphones while maintaining lower rates on a

few payphones, it should at least be assured that many “public service” payphones will be
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available in a variety of locations. No such assurance is given by the TPA proposal and
indeed, we expect that TPA and the LECs would strenuously object to this Commission
attempting to impose any such requirement on the payphone industry.

Texans who rely on payphones as their primary phone are not clustered around
the so-called public service locations defined by TPA. Lower income families live in
non-subsidized housing, they are not restricted in where they work and shop, they use
private as well as public health care, etc. We appreciate TPA’s attempt to mitigaté the
impact of a 100 percent rate increase on those customers who can least afford it.

However, TPA’s “public service” proposal provides no real public benefit.

Although the comment period is over, we respectfully request the Commission to
consider these comments submitted in reply to other comments filed after the October 19
deadline. Consumers Union requests the opportunity to address the Commission at its

final order meeting on this project if any other party is given the opportunity to address

the Commission.




PUC staff urges keeping
25-cent cap on pay calls

DALLAS MORNING NEWS“ , ‘
By Richard A. Gppel Jr-

Austin Buregu of The Dallas Morming News

AUSTIN — The staff of the Texas
Public Utility Commission on
Wednesday recommended keeping 2
25cent cap on what can be charged
for a coin-paid local call.

The recommendation came after
the state's pay phone owners — who
want to charge up to 50 cents — filed
papers at the PUC that they say show
they need the increase for financial
reasons. Otherwise, Texas consum-
ers could see tens of thousands of
the state's more than 150,000 pay
phanes removed, the owners say.

However, the PUC staff said it
disagrees that an increase is war-
ranted. basing its decision on a
review of data filed with the PUC as
wel! as the "commission’s and the
Legislature's acknowledgement that
universal service sbould be avail-
able w all citizens of Texas at rea-
sonable rates.” ]

The 25<cent cap would apply to
local calls made with coins only.
Local calls made with credit cards
or operator assistance can still be
much more expensive. The staff also
recommended imposing a cap on
calls from prison pay phones made
using operator assistance or a credit
card.

The three commissioners will
debate the matter at their Feb. 7
meeting.

Pay phones owners said Wednes-
day that if the commissioners adopt

the staff's recommendations, many
less profitable pbones will be pulled.

“These will be phones in low-
income areas and phones in public
service areas,” said Albert Mokry,
president of Dallas-based US. Tele-
coin Corp., which has about 2,000
pay phones in Texas. “The very peo-
ple they're trying to protect are the
peopie going to be the most harmed
by this.”

Mr. Mokry added that there
haven't been any numbers submit-
ted to the PUC that disprove the
owners' need for an increase.

Southwestern Bell. which owns
78,000 Texas pay phones, or about
half the state’s total, has said that
aithough its overail pay phone busi-
ness is profitable, many individual
phones aren't. Bell officials also say
they need the cap raised now
because they fear they will continue
to lose long-distance revenue.

Meanwhile. consumer advocates
cheered the staff’s recommendation
Wednesday. “We know the PUC staff

spent a lot of time looking at the cost
infarmatian " caid lanese Reisaa.

concluded the same thing we did:
The numbers just don't support the
request for a S0-cent rate.”

Last year, Commissioner Robert
Gee said pay phone owners would
‘have 10 make a very compelling
case to me, both for cost and for
public policy reasons,” before he
would consider raising the cap.



~ Pay phone
rate jump
rejected

B Commission puts 50-cent calls
on hold, but keeps the line open

By Bruce HigHT
Amencan-Statesman Staff
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The Public Utility Commission refused Wednes-
day to let pay phone owners charge twice as much —
up to 50 cents — for a local call. But three commis-
sioners indicated they were willing to study the issue
further.

Pay phone owners now charge 25 cents for local
calls. But the industry says it needs to charge more
to offset greater use of 800 calls and expanded local
calling areas. both of which cut into long-distance
income from pay phones.

Pat Wood. the PUC chairman. said the “burden of
proof has not been met” by the industry to raise rates.
and Commissioner Judy Walsh agreed. saying, “'{
don’t think the cost studies that were filed were per-
suasive.”

.C'ommissioner Bob Gee questioned whether a pro-
vision of the new federal telecommunications law
might nullify state authority over pay phones and
suggested that the Federal Communications Com-
mission be contacted for an opinion.

The commissioners agreed to find out what the

new law says and to consider
whether it should open a rate case.

They were acting Wednesday on
some proposed rules for the pay
phone industry as a resuit of leg-
isiative action last year The Leg-
islature gave the commission lim-
ited regulatory authority over the
industry because of complaints of
price gouging on services suchas
long-distance and credit card calls.

Among other changes, the new
rules would force the industry to
register its pay phones with the
commission, making it easier to
track complaints. The Legislature
left to the commission the question
of whether owners can charge
more for local calls. The industry
had hoped to get a raise under the
new rules.

In Texas there are about 154,000
pay phones, of which about 86,000
are owned by Southwestern Bell
Telephone Inc.. 30.000 by GTE
Southwest Inc. and the rest by in-
dependent companies. They take
in about $150 million a year.

Southwaestern Bell told the
comumnission it removed more than
6.000 pay phiones over the past two
vears because they were uneco-
nomical. The company said it
might remove as many as 30,000
more phones if it were not allowed
to raise rates.

But Eddie Reeves, a Southwest-

ern Bell spokesman. said he knew
of no immediate plans to shut
down pay phones as a result of the
comumission’s decision Wednesday:

Dave Madden. a spokesman for
the Texas Payphone Association.
said some phones could be re-
moved, but he did not know where

or when.

Janee Briesemeister. a spokes-
woman for Consumers Union, said
she was glad the commission had
not raised the charge for local
calls. but said she remained con-
cerned.

It is unclear how much juris-
diction the commission has over
pav phone companies. she said.
which means that, to determine if
an increase is merited, the com-
mission might have to rely only on
whatever financial information
the phone owners want to provide.

Nor., she said. is it clear that the
commission could order compa-
nies to Keep certain pay phones
open even if it did grant an in-
crease.
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Pay phone owners seek
50-cent cap on local calls

By Richard A. Oppel Jr.

Austin Bureau of The Dallas Morning News
T exas pay phone owners say they need to-

charge up to 50 cents for local calls, but

interviews and documents suggest the
biggest — Southwestern Bell — may be making
healthy profits right now, while smaller operators
say they are struggling.

The pay phone owners, who range from
mom-and-pop operators to giants Bell and GTE, say
inflation and declining revenue from
long-distance calls have hurt profits.

Benmaybemahngasmuchasampercent
profit margin on its average pay phone, a higher
rate than the company as a whole, according to-
calculations based on documents filed w1th stste
regulators. LE

The company says it could yank up to 35
percent of its 78,000 Texas pay phones if regulators
don’t raise the cap on local-call charges from 25
* cents to 50 cents. No other state allows initial 50
cent charges, according to a 1995 survey by the
National Association of Regulatory Utility
Commissioners. o

Bell officials say their pay phone businessis '
profitable overall but add that some individual
phones either aren't profitable or don’t make

enough money to justify their existence. v
“There is no question that the business as a
whole is somewhat profitable,” said Curtis
Hopfinger, a Bell regulatory official. He declined
to confirm estimates of Bell's pay phone profits.
The company pulls in more than $130 million
annually from its Texas pay phones, according to
calculations based on the company’s regulatory
filings. A calculation that shows the monthly
revenue from the average Bell pay phone topped
$140 “makes sense,” Mr. Hopfinger said.
Please see PAY on Page 10D.
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_ ¢ cap at 25 cents when they file comments g
i Wednesday, in large part because they found no

- phones — say their situation is the most dire.

. been crushing. Dial-around allows cailers to
. bypass the pay phones’ operator service.

. public with the kind of protection they need.”

. percent fewer coin calls per month than the

' states, in part because so many of their pay
. phones are spread across rural areas. Some ::
" industry experts say GTE's expenses per phone

. more rural territory.

.
vt

The Texas Public Utility Commission could j i
debate the request for an increase as soon as 1ts
Feb. 7 meeting.

However, the PUC staff doesn't thinkan
increase is warranted, according to a person ; -
familiar with the situation. The staff is expected
to stick to an earlier recommendation to keep the

%*é#?

convincing financial reason for an increase. ’
Anybody can get into the pay phone business .-
in Texas, but Bell remains the dominant owner, ’
operating about half of the estimated more than "1
150,000 public pay phones in the state. N LTS
The remaining phones are owned by GTE, the A
state’s second-largest local phone company; e
smaliler local-phone monopolies; and private
companies. In all, the industry probably generates
annual revenue of nearly $200 million in Texas. -
The smaller, independent companies — whxch
range from people running home-based
businesses to Jacksonville-based Cherokee
Communications, with more than 4,000 Texas

The independents, with more than 35000  ;
phones, say the long-distance companies’ o
aggressive marketing of “dial-around” service has

“We have some vendors who are going to go
out of business if something’s not done,” said -,
David Madden, an official with the Texas = %
Payphone Association, which represents small o
operators. =

But consumer advocates say state regulstors g
should look out for consumers, not subsidize
financially weak businesses. T

“We don't want to drive anybody outof
business,” said Janee Briesemeister of Consume

- Union. “But if you set a rate that supports the lea .

efficient operators, you allow some operators 0. 5
make windfall profits and you don’t provide th:

GTE turns a profit on its Texas pay phones,
company officials say, even though the company
reguiatory ﬁlmgs indicate its typical phone

average Bell phone.
GTE officials say Texas is one of their worst

are probably higher than Bell’s because it has
. only one-tenth as many phones and because of 1%
“It’s a really polmcally sensitive item, and 1t‘§
really a shame it is.” said Bob Caffee, product =

7, 243

Y

~
LY
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manager for public communications for GTE
Telephone Operations, referring to the request to
charge more than 25 cents. Texas “is not a very
profitable state for us,” he said, adding that his
company has already pulled out hundreds of
uneconomic phones.

It's difficult to get a clear picture of pay phone
profitability. Much of the financial data supplied
by the companies to the Texas Public Utility
Commission is incomplete. For example,
documents fail to detail actual profits and losses,
and ignore some sources of revenue.

Consumer advocates say the pay phone owners
have failed to demonstrate that they need an
increase. Moreover, they say, boosting pay phone
rates would hurt many low-income people who
don't have phones at home.

Calculating revenue
Phone booth revenue primarily comes from

_coin calls and credit card, collect or other

operator-assisted calls. Although most calls are
coin-paid, the operator-assisted and noncoin calls
bring in more money from a typical call.

Using documents supplied by the phone
companies to state regulators, calculations show
that the average Bell pay phone takes in more
than $140 per month.

Bell's documents show its average pay phone
has about 377 coin calls per month, earningat
least $94.25. Coin calls generate about 93 percent
of Bell's local calls, the company’s filings say, so
local calls probably generate about $100 per phone
or more, because noncoin calls are more
expensive. '

Bellalsosaysmmﬁlmgsthatothercalls

- generate more than 30 percent of the average ~

phone’s monthly revenue. That would make the
average more than $140 monthly.
Bell’s filings don’t say how much of thatis -

W . spent covering expenses. But GTE says it costs

. $11343 each month to operate its average phone,

including overhead, income taxes, operatmg :
expenses and capital costs.

If Bell's costs are somewhat similar, it could be
making a 20 percent profit margin on its average
pay phone — a higher margin than SBC =
Communications Inc., its San Antonio-based
parent, which reported 1995 profit from -
operations of $1.87 billion on revenue of $12.7
billion. s

Bell's Mr. Hopfinger said the calculation of
Bell's pay phone revenue “makes sense,” though
he couldn’t confirm the numbers. He also said the
expenses listed by GTE “"look reasonable,” but he
couldn't say how they compare with Bell's. '

All the pay phone owners say their biggest
worry is a continued decline in revenue from

- other pay phone operators. It would set the stag

;; point,” said Mr. Hopfinger. , o CETETE

noncoin cails.
“We had been making enough in 1ong-dxmna
calls to offset our losses in local calhng. but most
of that luxury has been taken away,” Mr. Madden
said. e
However, during a time when owners say the |
industry has suddenly become tougher, the 1\"
number of private pay phones has held steady IIL
fact, according to records obtained from the .5z
Public Utility Commission, the number of privm .
pay phones in Texas rose to 37,428 duringthe '} ... .. _
two-year period of 1993-1994, up from 29,362in 5 f 7T
1992-1993, the most recent year-to-year figures the .
PUC said it had available. o R
Mr. Madden said many failing pay phone *f '
owners are being replaced by neophytes who %
don’t understand how bad things are. “They don't
know what they are getting into,” he said. . 3;
Ms. Briesemeister said the independent pay 3]
phone operators haven't shown they're less 3
profitable than Bell. She pointed out that the %
Texas Payphone Association, Bell and GTE each:
filed documents that contend that their cost of *:3
providing an average local call is about 39 to 40 pr
cents, suggesting thelr economics are similar, 3.

long-distance calls, however, so they don’t "
measure whether a certain phone is actuany ‘
making a profit or losing money.]

The 1-800 option

Bell said it may consider charging 25 centa
toll-free 1-800 calls from pay phones if it can't get g
rate increase. That's “something we may have
evaluate if we can't increase the local” rate c
Bell's Mr. Hop!mger said.

But help may arrive with the pending fed ,
telecommunications legislation. The bill, wh
Congress may vote on this week, would require
pay phone owners to be “fairly compensated for
each and every completed {in-state] and inte
call using their pay phone.” A

The legislation may benefit Bell more thm

for Bell and the six other regional Bell opera tix

percent of the long-distance market in the '_
two years. ek 3
If Southwestern Bell were to grab sxgmﬁcant
market share, its pay phones — and competing * :
pay phones — would be used often to make _‘__‘;’:‘5_
service, thus reversing, at least in part, the lon _
revenue from dial-around service to other * j‘:n :
long-distance carriers. N
‘Hopefully we can turn some around at that |-
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ANOTHER QUARTER, PLEASE .

Texas regulators ara trying to decide whether to allow pay phone!
ownars to boost the maximum charge for local coin calls to 50 £
cents. If the cap remains at 25 cents, Texas pay phone owners |
say their profitability will De hurt and they will be forced to yank °
tens of thousands of phones. Here are some facts and figures
about pay phones in Texas and throughout the United States.

WHO OWNS THE PAY
PHONES?T

There are estimated to be more
than 150,000 pay phones in
Texas that generate about $200
million a year in revenue.

Southwestern
Bell*: 78,000

- .

Aorrd.

Dusineeses can use as their pnmary fine.
srvies that do not own (ocat phone

Tl T CRO PR sy

IN OTHER STA -t

my a handtul of statemg Y
W pay phong E R var

charges of more than 2 B p

cents, and none allow-t.
50 cents for initiaj

charges gn local calln;' .
Hera is 3 state-by-s
ook at the maximuym 3
that phone companj )
are allowed 1o charge:*

Pedpie when they beglt | ¥ i
Latall."' +& Haw

1) nTe g

28y phone industry dersguinted. :

JOnty on crai-tone-lirst com phones: 10 cents on other comn phones.

Net charges 10 cents for the first five minuses and 5 cents for each :
three mmutes.

3 5) Ton cants at nursing homes, pubiic slementary and sacondary schools. city, -
COUNty and state hosprais, Veterans Administranon Hospral and 3
QWNed Iow-iNCOME hOUBING Droects.

8) 25 cents at pubkc schools.
7) independent pay phone CPerRtors are not reguiated.

ELL'S PAY PHONE REVENUR
FA typical Southwestem Beil pay phone brought in
' more than $140 a month (ast year. The breakdown: ||

Local calls At least $100 ||
Long-distance or other calls At least $40

+ SOURCES: Texas Payphone Assaciation: company fings:
,Towa Pubkc Utitity C  arrwgsion: caiculations based on filings
with the Texas Pubhic Uhlity Commugsion.
* Based on a 1995 survey by the National Association of

eguiatory Utiity Commissioners.

The Dallas Morming News:  Chns Morris




Pay phonehike won't pay

AUSTIN AMERICAN STATESMAN
eople who rely on pay phones-
would have been hard hit by a pro-
posal to raise local pay phone calls
from 25 cents to 50 cents. A new pro-
posal that would raise costs to 35 cents
through 1996 is not any better.

The Public Utility Commission. which
regulates the telephone industry, should
view the request by the Texas Payphone
Association with the same coolness it
reserved for the earlier proposal.

The new proposal eventually would
raise calls to 50 cents in
1997 but would exempt

fear of expenswe long-distance calls:
the remainder simply couldn’'t afford a
phone.

Ironically, the public has not weighed
in on the issue. Burt the utility commis-
sion has received letters from legisla-
tors questioning the proposed increase
in light of stabie local and long-distance
calling rates.

The issue that must be addressed, how-
ever, is why the association can afford to
forgo a 50-cent increase in 1996 when rep-
resentatives earlier said
the increase was neces-

pay phones in public Poo Deo, sary to offset lost rev-
places such as schools, r P le’ the enues. The association
libraries, parks and DUlk of pay phone cuysan average member
nursing homes and in  ysers, would fare losesl4centsacall with
housing and office ’ no return on the invest-
buildings operated by 120 better under ment and depreciation.
the government. this proposal than At the heart of the de-

The commission is . bate is how much money
scheduled to rule on the the earlier one. phone companies are

issue on Feb. 7.
Critics have com-

‘plained that poor people who rely on

pay phones for daily calls would be pe-
nalized by the cost increase. A signifi-
cant percentage of pay phone revenue
is generated in low-income communi-
ties in which fewer people have constant
phone service.

A study by the LBJ School of Public
Affairs found that 85 percent of phone-
less Texans had monthly incomes of
less than $1,200. Most surveyed said
they didn’t have a phone because of

making and whether
thev need the increase to
offset competition in other areas. To
some extent. only industry officials can
truly answer that question.
Nonetheless. the commission’s JOb is
to ensure that consumers are protect-
ed. Poor people. the bulk of pay phone
users, would fare no better under this
proposal than under the earlier one.
Whether they pay 35 cents now and
50 cents later or some phones are ex-
empt. it still adds up to the same thing.
They're being asked to pay more.
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Pay-phone penalties

ay-phone owners’ request to
charge up to 50 cents for a local
call hurts those who are at the bot

tom of the income pyramid. .
Representatives of the owners, in-
cluding Southwestern Bell, say the com-
panies cannot afford to charge 25 cents
for a call that costs them
47 cents. Only pay-phone

_on the pay-phone owners’ request by |

March 19.
A study by the LBJ School of Public

" Affairs found that 85 percent of phone-.

less Texans had monthly incomes of
less than $1,200. Most surveyed said
they didn’t have a phone because of fear
of expensive long-dis
tance calls; the remain-

CISENIE  Trappers el sunie
erating the phones, and unnecessarily After being saddled
bt ke a gy Punitive, however;  with reaions S,
Research varies on the to expect poor including .a long-dis-
have o poor people . people who rely on  {znes reie SRANI 20T
It appears unneces- DAY Phones to pay phone owners are look- '
o st b waeet: 81 for two phone {8 b concessIns o
‘who rely on pay phones calls. PUC. The agency is.
to pay $1 for two phone charged with making

calls. The big money-
making pay phones — by owners’ ad-
mission — are in low-income areas and
near housing projects.

Like rules to regulate check-cashing
businesses and mediate higher-than-av-
erage insurance rates in minority and
low-income communities, the pay-
phone issue is one of income discrimi-
nation and should be treated accord-
ingly by the Public Utility Commission.
The state regulatory agency must act

the rules to mplement

the legislation.

About 9 percent of Texas households
don’t have phones, compared with the
national average of 5 percent. The pay- °
phone issue is yet another example of
the battle between business and gov-
ernment over the interests of poor Tex-
ans. In the earlier cases, the Legislature
acted to mediate economic discrimina- .
tion. The PUC should follow suit with
pay phones.
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Price of call from pay pbone couId rise to 50 cents for Texans

Phone company
spokesmen say higher
revenues are overdue, but
alawmaker calls the idea
insensitive to the poor.

BY CARLOSSANCHEZ

Fon Worth Star-Telegram Austin Bureau

AUSTIN — Texans could soon be paying

as much as 50 cents for local pay phone
service urider a proposal filed yesterday
with state regulators.

The Texas Payphone Association, South-
western, Bell and GTE Communications
asked the Public Uity Commission to
raise a proposed rate cap to 50 cents for Jocal

pay phone calls.

A consumer group said the increase:

would give Texas one of the highest pay
ph_one rates in the country, and a lawmaker
criticized the proposal as insensitive to low-
income families. .

The proposal is a response 1o recom-
mendations by the commission’s staff that
Texas impose its {irst rate cap at the current
25cents.

The three telephone groups say the state’s
154,000 pay telephones are no longer proﬁt-

.ablewith 25-cent calfs.

If the PUC does not raise the cap to S0
cents, the groups said, providers may re-
move up to 20 percent of the state’s pay

_ phonesto save money.

"’Consumets have had the 25-cent call
since 1.975," said David W. Madden, execu-
tive director. of the Texas Payphone As-

sociation. “But our costs have gone up dus-
ing that 20-year span. In most places, it costs
close to 50 cents to process a call, and in

‘some places it costs as much as 90 cents.”

The plan filed by the three groups yester- -
day does not mean that all pay phone calls
would automatically increasc 10 50 cents.
They would rise to whatever levels the mar-
ket would bear up to S0 cents, officials from

" (Mereon PHONES on Page20)

Phones

From Page 1

the three groups said. -
The cap is one of several new

rules being implemented by the

three-member PUC in response to
" changes in utility faw. Also, for the

© first time, pay phone operators
must register the location of each

oftheir phones.

And, for the first time, people
will have to pay 25 cents for dialing
toll-free or **800”" numbers that are
not emergencies or that do not ac-

cess long-distance carriers, . statc_

law says.

The PUC isexpected to conSIder
these rulesin mid- tolate Novem-
ber.

Traditionally, service providers
have subsidized focal calls with
proiits from long-disiance service.

But long-distance competition, in
which customers can choose a car-
rier with each phone call, has re-
duced revenues, Maddensaid.

In addition, Madden said, peo-
ple in smaller communities who
had to pay long-distance charges
for calls to nearby communities
have been successfully petitioning
the PUC during the past two years
to expand local calling service.

In more than 600 cases, the PUC
has agreed, shrinking the number

of long distance-calls made from
pay phones, Maddensaid.

Sen. Rodney Ellis, D-Houston,
called on the PUC to reject the
industry proposal.

“A pay phone is the only phone
many Texanshave,” hesaid.

"Elis 'and a representative of
Consumers Union said Texas has
one of the largest phoneless popu-
lations in the country. A study this
year by the LBJ School of Public
Affairs determined that 91.5 per-

cent of Texans have telephone ser-
vice, lower than the nationat aver-
ageof 93.8 percent.

Lodis Rhodes, a public policy
professor who directed the study,
said that less than 80 percent of
those living in some rural and poor

areas of South and West Tcxas

_have phones.

“The pubhc interest demands
that local coin calls remain afford-
able.” said Janee Briesemeister of

VA YN
ConsumersUrgion. - - f’ﬁ,
Curtis Hopfinger, a district

manager for Southwestern }Ell,
said two other states — Kentucky
and South Carolina — haveyale
caps of $1, aithough pay phone ser-
vice in thosc states actually
much less.

Ten states altow pay p%ol
chargés by the minute, and §
states allow a flat charge Q(:L}5
cents. : e
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You may need 2 quarters to call someone who cares
: local calls. The average local call
, 8 dist:-:it:‘:;l t::a::;gr s:vl:trt:

Southwestern Bell. On pay phones in
some locations, make extra

By ROSS RAMSEY
Houston Chronicle Austin Bureau

Groups request hike in pay phone rates

including Fort Bend County.

crease in price.”

AUSTIN -~ The one-coin public
telephone could go the way of rotary
diahn'geif Texas regulators go along
with the state’s pay phone operators.

In written comments filed Thurs-
day with the Public Utility Commis-
sion, the Texas Payphone
Association, Southwestern Bell Tele-
phone Sg. and GTﬁI;:eSm_lthwe;gn have

raising the price ceiling on
rhrgg:scalls to 50 cents. Those cgalls
currently cost 25 cents in most parts

The PUC staff has recommended
maintaining the cap at 25 cents, and
has won support for that position
from Consumers Union, an advocacy
group that publishes Consumer Re-
%orts magazine, and from state Sen.

odney Ellis, D-Houston. Ellis
knocked down a propesed law that
would have allowed pay phone oper-
ators to charge 25 cents for every five
minutes callers spend on the phone.
In a letter to the PUC, he said his

Both he and Consumers Union are
also asking the commission to clear
up the rule so that rates don't jump
to a quarter in areas where calls now
cost a dime.

“Pay telephones are the lifeline for
many lower income Texans,” said
Janee Briesemeister with Con-
sumers Union. “The public interest
demands that local coin calls remain
affordable.”

money that subsidizes the losses, but
competition, he said, is cutting into
that income. The overall business is
profitable, but some of the locations
are loging money.

“We are losing subsidies on those
pay phones, mainly because of com-
petition in the pay phone industry

- and in the long distance industry.” he

said. Southwestern Bell, which has
abput 86,000 pay phones in the state,

“was to easure that coin

of Texas, although you can still call purpose
calls from pay phones did not in-

for a dime in scattered outposts,

But the phone companies say they
are losing money on many of their

‘Phones airports al the time, for instance,
but only gat into the me

' Continuediro Tocatons, nere mght be oher rea
d from P! A tions, i other rea-

. sge3ah. . sonstokeepnt::ﬁ‘w. The compa-

accounts for nearly 70 percent of the  ny would go location by location,
business in Texas, Hopfinger said.  Hopfinger said. . T .
The Texas Payphone Association, = “One of the things we want to

which represents many of the
smaller

in the business, .

- claims more than haif of the calls
made from pay phones don’t gener-
ate any income at all for the owner

" subsidize some of those
-ous companies would consider
abandoning 10 to 30 percent of their

current sites, the association said in

its comments to the PUC.
Some locations are more prof-

ratesto *
, vart-

make clear is that the 50-cent ca

doesn’t mean that the next day we’

go to 50 cents,” he said. .
*“We're not out there to stick it to

éompanm to make comments. The .
proposed rules will go to the full
three-member PUC later this year.

“See PHONES on Page 45A.



State telephone industry
wants more coins per call

By Bruce Higir * 0CT 20 B85
- an Staff
e AN STATEBMAN

Got another quarter?

The Texas telephone industry
wants to double the price of a local
pay phone call to 50 cents — the
highest regulated rate in the na-
tion.

In comments submitted to the
Public Utility Commission on
Thursday, industry officials said
the increase was needed because
its pay phones, which take in about
$150 million a year, are losing
money.

Southwestern Bell Telephone Co.
told the commission that its 25-cent
rate has been in effect since 1979,
when the cost of a Coca-Cola from
a vending machine typically was
35 cents. The telephone call is still

25 cents, the company said. but the
Coke often costs 60 cents or more.

Figures from the National Asso-
ciation of Regulatory Utility Com-
missioners indicate the highest reg-
ulated rate in the nation is 35 cents
in several states, but a few states no
longer cap the charge for a local
pay phone call. No figures were
available for deregulated states.

Southwestern Bell, the state’s
largest telephone company, GTE
Southwest Inc., the second largest,
and the Texas Payphone Associa-

lifeline for many lower-income
Texans,” she said. “The public in-
terest demands that local coin
calls remain affordable.”
Southwestern Bell said the com-
mission should consider such
steps as charging only 25 cents for
pay phone calls in public housing
projects to “ensure a favored rate
for the needy instead of a subsi-
dized rate for a.ll. as the present

system requires.

Also, it said, the industry is
competitive. If pay phone owners
could charge 50 cents, they proba-
bly would put out more pay
phones, Southwestern Bell said.
While a coin call costs Southwest-
ern Bell about 40 cents, the compa-
ny said, competition could foree it
to keep the charge less than 50
cents at some pay phones even if
the PUC raises the cap.

Briesemeister said the fact that

were propos-
ing the same increase as the trade
association representing the pri-
vate pay phone owners suggested
collusion, not competition.
Southwestern Bell has the most
pay phones .with 86,000, Other lo-
cal, regulated telephone compa-
nies have about 30,000, and the

private, unregulated companies
that cannot charge more than a lo-
cal telephone company.

Southwestern Beil told the com-
mission it has removed more than
6,000 pay phones over the past two
years because they were uneco-
nomical. As many as 30,000 more
might be removed if the chargs for
local cails does not rise, the com-
pany said.

numbers and the expansion of lo-
glnmmng areas, the industry

The Legislature provided some

relief by allowing a 25-cent charge
for 8C0 calls, except to long-dis-
tance providers.
But the Texas Payphone Associ-
ation, which represents private
owners of pay phones, said in its
brief that its members lose money
on 25-cent local coin calls and
would lose money on some pay
phones even with S0-cent calls. It
said it had details it could provide
the commission on losses, but
only if they were keot confi-
dential.




Lower cap suggested

LUs3nex wmncrmom

or pay-phone calls

Local calls could cost 50 cents

By MARY ALICE ROBBINS

AUSTIN e pay-tele-
phone mdu.stry asked the Public
Utility Commission on Thursday
to cap the rate for local coin calls
at 50 cents, but Consumers
Union urged that a 25-cent limit
be set on those calls. ~

Janee Briesemeister, senior
policy analyst for the Southwest
Regiopal Office of Consumers
Union, said Texas has a very
large percentage of families who
don't have phones in their
bhomes.

The phone subscriber rate is
about 92 percent in Lubbock, but
is about 85.6 percent in places
such as Harlingen, where there
is a large low-income population,
she said. .

“Pay telephones are the life-
line for many lower income Tex-
ans,” Briesemeister said. “The
public interest demands that lo-
cal coin calls remain affordable.”

Briesemeister said the com-
mission should not increase the
pay-phone rates without going
through a complete rate proceed-
ing.
“It’s a 100-percent rate in-
crease for pay-phone users,” she
said. “In fact, for some areas of
the state that have a 10-cent
rate, that would be a 500-percent
rate increase.”

According to Briesemeister,
the pay-phone industry original-
ly sought a maximum local coin
rate of $1.50 during the legisla-
tive session earlier this year.
She said the industry settled on
a 50-cent cap, but the provision

was deleted from the telecom-

munications -bill by its sponsor,
Sen. Rodney Ellis, D-Houston,
during committee deliberations.

Ellis’ bill became -effective

Sept. 1, and the utility commis-

sion is writing rules to imple-
ment the new law,

The PUC staff has recom-
mended a 25-cent cap on the lo-
cal coin calls, said Leslie
Kjellstrand, spokeswoman for
the agency. The three-member

commission could consider the
issue sometime next month, she'

said.

The Texas Payphone Associa- -
tion and Southwestern Bell filed -

written comments Thursday,
asking commissioners to set the
cap at 50 cents.

Curtis Hopfinger, Southwest-

ern Bell's district manager of-

rate administration, said the
new telecommunications law

categorizes pay phones as a com-

petitive service.

The law says competitive su'-:
vices have to be priced above
what it costs to provide- the ser-

vice, he said.

“Twenty-five cents does not

recover the cost to place a local
call,” Hopfinger said.

According to Hopfinger, local

pay-phone calls have been subsi-
dized in the past by other rev-
enue-producing services — such

as long-distance calls on pay

phones.

But Southwestern Bell’s rev- !

enue from the long-distance pay-
phone service has dropped by an
estimated 30 percent in the past
18 months, he said.



?O;Or people become key issue
In pay-phone rate proposal

By Bruce HicHr NoY C 1 195
Amencan-Statesman Staff
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THE Raton's (e ecommiE arons
network does not reach into the
apartment of Anissa Foley, 23, in-
stead. she taps into the network
across the street, outside Al's Food
Store at 3503 Webberville Road.

Every day Foley. a single mother
rearing three children. leaves her
housing authority apartment,
crosses Webbervilie Road and goes
to one of two pay phones mounted
on metal pedestals outside Al's,

On a good day: the weather is cool
and bright and there’s no wait. On
a bad day. rain falls and the air is

too hot or too cold. and she waits.

She deposits a quarter into the
pay phone and places her call —to
family, friends. the dav-care center
or her emplover. a group home that
cares for disabled men. Foley
makes about four such calls a day,
paving for her telecommunications
needs one quarter at a time.

The telephone industry, howev-
er, has asked the Public Utility
Commission for permission to
charge up to 50 cents for a local call.
The pay-phone owners. who took
in about $150 million last vear. also
want to charge 25 cents for 800 and

e wnaal LAAL W LAAMLD, WRLLALLAL 13UWWY g

free. The PUC is expected to rule
in late January or early February.

The industry cannot afford to
collect just 25 cents for calls that
cost 47 cents. or to give away local
calls for 800 numbers and credit
cards. said Dave Madden. execu-
tive director of the Texas Pay-

phone Association. The
association represents 300 private
owners of pay phones.

_ Foley is mostly resigned to pay-
ing more. “If I had to afford it, I
could.” she shrugged. .

The $1 a day Foley pays for calls
would easily cover the monthly
price of residential service, which
is 812.85. Foley used to have a
phone. but she said it was re-
moved after a brother ran up the
bills making collect calls to her
home.

Foley's concern about out-of-
control phone bills is common
among phoneless., low-income
households. according to a study
released this year by the Lyndon
B. Johnson School of Public Af-
fairs at the University of Texas.
The study was based on a survey
of 172 phoneless Texans. 70 per-
cent of them from rural areas.

More than 85 percent had monthly

. incomes of less than $1,200.

Sixty percent said they didn't

 have a phone because they were

concerned about running up long-
distance charges. The other 40 per-
cent said they could not afford a
phone.

The survey findings suggest
that raising the charge for a local
pay-phone call to 50 cents would
only “marginally” affect most
poor people without phones, said
John Horrigan. a research asso-
ciate who helped conduct the
study. Many of them. he said, use
the home telephones of neighbors
and reiatives.

But the Office of Public Utility
Counsel. a state agency charged
with representing consumers,
called the proposed increase “anti-
consumer, unreasonable (and) un-
supported by information.” It also
said the increase “would dispro-
portionately affect the poor. those
consumners who can least likely af-
ford an increase in pay-phone
rates.”

Janee Briesemeister of Consum-
ers Union's southwest regional of-
fice in Austin said ‘“pay
telephones are the lifeline for
many lower-income Texans.”

Like Consumers Union. the
PUC staff favors keeping the cur-

rent 25-cent charge for local calls.
In its suggested new pay-phone
rules reieased Sept. 19. the PUC
staff left intact the current 25-cent
cap on local calls.

Many phoneless homes

Texas has more phoneless
households, 523.000. than any oth-
er state. About 9 percent of the
state’'s homes don’t have teie-
phones, compared with the na-
tional average of about 5 percent,
according to the U.S. Census Bu-
reau. Horrigan said the large ru-
ral population of the state and
laws in other states that make it
harder to disconnect phones prob-
abiv expilain why.

Census figures show that most
phoneless households are in poor
areas. In soine of Austin’s poorest
neighborhoods, for example,
about four in 10 homes don't have
phones.

Jack Schiitt. co-owner of Aus-
tin Payfones. which has 400
phones, said the pay phones that
take in the most money “are usu-
ally in East Austin near a housing
project.”

Jon Loehinan, a regulatory offi-
cial with Southwestern Bell Tele-
phone Co.. agreed. 'You're going
to find very few pav phones in ups-
cale residential areas and more of
them in low-income areas,” he
said.

There are about 154.000 pay
phones in Texas: Southwestern

Bell owns more than half of them.
S (00

Defending the increase

Industrv officials and com-
ments filed with the PUC by the
Payphone Association. South-
western Bell and GTE Southwest
Inc. say the first increase in a local

- call since 1979. when it was 10

cents. is justified.

Local calls on pay phones have
never paid for themseives, but
were subsidized by profits from
long-distance calls made from pay
phones. Madden said. Local tele-
phone companies such as South-
western Bell also could subsidize
pay phones with earnings from
monthly rates charged to residen-
tial and business customers. Mad-.
den said.

But a law enacted by the Legis-
lature in 1993 has cut into long-dis-
tance revenues. the industry says.
The law makes it easier for com-
munities to ask the PUC to expand
the area in which residents can
make local calls by paying an addi-
tional monthly fee of no more than
$3.50. When a petition is granced.

payv phones have to honor the ex-
panded local calling area. said Les-

“lie Kjellstrand. a spokeswoman

for the PUC.

PUC figures show that 238 peti-
tions were {iled in fiscal year 1994
248 in fiscal 1995 and 64 so far for
this fiscal year, which began Sept.
1. Although she did not have fig-
ures on how many petitions are
approved, Kjellstrand said the
PUC is “aware that pay phones

are losing some money on this -

account.”

Southwestern Bell said it has re-
moved more than 6,000 pay
phones during the past two years
and wouild remove as many as
30,000 more if it cannot charge
more for local calls.

tong-distance rates

There's a flip side. Madden ac-
knowiedged. Soine owners of pay
phones have hit customers with
outrageous long-distance charges.
such as $7 for a one-minute call.
Moreover, a 1993 survey in Austin
by the PUC found that nearly four
of every 10 privately owned pay
phones denied customners access
to their long-distance company.

Under pressure from the Legis-
lature this vear. the private pay-
phone industrv made some
concessions and asked for help
from legislators. The industry
agreed to cap its long-distance
rates at levels about 40 percent be-
low what typically had been
charged. Now. Madden said. the
cost of a long-distance call from a
pay phone cannot be more than
34.20 for the first minute and 29
cents for each additional minute.
(Some are much less. Austin Pay-
fones advertises 25 cents a minute
to "anyplace in the U.S.A.™)

The industry also accepted addi-
tional regulation by the PUC. Be-
ginning in 1996. owners will have
to register the location of their pay
phones with the PUC. making it
easier 1o track complaints. and the
PUC can shut down a pay phone
for violaticrs such as overcharg-

ing for calls.

In exchange. the industrv want-
ed to charge more for local calls,
but the Legislature left that issue
to the PUC. Lawmakers did sav
that the industry could charge 25
cents for an 800 call. except for
those to long-distance providers.
The PUC is preparing rules to im-
plement the legislation and must
act by March 19.

Consumer skepticism

Consumer groups aren't buying
the industry’s position that it's los-
ing money on pay phones.

Briesemeister, who specializes
in utility issues for Consumers
Union, is skeptical about industry
clains that it needs to charge
more. Southwestern Bell's stan-
dard residential and business
rates have not gone up since 1984,
and the company has agreed to
cap its rates for another four years
to free itself of limits on its profits.
and that suggests industry costs
have fallen. not risen. she said.

But. Briesemeister said. she
cannot say the owners of pay
phones are lying: “There’s no way
for me to know that because (their
financial) information is confiden-
tial,” she said.

Schinitt, co-owner and sales
manager of Austin Payfones, said
it costs about $1.500 to install a pav
phone and about $60 a month for

‘the telephone line. Commmissions

to the. property owner can vary
from 20 percent to 30 percent,
Schmitt and Madden say. Sales
taxes also must be paid.

The industry, Briesemeister
noted. has suggested charging
only a quarter at Key sites such as
schools and housing projects. But
that begs a question. she said:
“Who's going to require anyone (o
put a phone in those locations?”

Although Foley, the  single
mother on Webberville Road.
could absotrb the increase, she
said, “'I think it stinks.”



PUC mulls raisin
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g pay-phone

rates; consumers yelp

By MARY ALICE ROBBINS
Morns News Service

AUSTIN — The pay telephone industry asked
the Public Utility Commission on Thursday to cap
the rate for local coin calls at 50 cents. but Con-
sumers Union urged that a 25-cent limit be set on
those calls.

Janee Briesemeister. senior policy analyst for
the Southwest Regional Office of Consumers
Union. said Texas has a very large percentage of

-families who don’t have phones in their homes.

The phonc subscriber rate is 91.5 percent in Tex-
as, but it's only about 85.6 percent in places like
Harlingen. where there is- 2 large low-income
population, she said.

**Pay telephones are the lifeline for many low-
er income Texans.” Briesemeister said. ‘‘The
public interest demands that local coin calls re-
main affordable.”"

Briesemeister said the commission should not
increase the pay phone rates without going
through a complete rate proceeding.

**It’s a 100 percent rate increase for pay phone
users.”” she said. **In fact. for some areas of the
state that have a 10-cent rate, that would be a 500
percent rate increase.”™

According to Briesemeister, the pay phone in-
dustry originally sought a maximum local coin
rate of $1.50 during the legislative session earlier

this year. She said the industry settled on a 50-
cent cap. but the provision was deleted from the
telecommunications bill by its sponsor. Sen. Rod-
ney Ellis. D-Houston, during committee delibera-
ttons.

Ellis’ biil became effective Sept. !. and the
utility commission is writing rules to implement
the new law.

The PUC staff has recommended a 25- cem cap
on the local coin calls, said Leslie Kjellstrand,

spokeswoman for the agency. The three-member
commission could consider the issue sometime
next month. she said.

The Texas Payphone Association and South-
westemn Bell filed written comments Thursday.
asking commissioners to set the cap at 50 cents.

Curntis Hopfinger, Southwestern Bell's district
manager of rate administration. said the new tele-
communications law categorizes pay phones as a
competitive service. The law says competitive
services have to be priced above what it costs to
provide the service, he said.

According to Hopfinger. local pay phone calls
have been subsidized in the past by other rev-
enue-producing services — such as long-distance
calls on pay phones. But Southwestern Bell's rev-
enue from the long-distance pay phone service
has dropped by an estimated 30 percent in the
past 18 months, he said.
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Texans could find the cost of
calling on local pay phones
costing a bit more under a pro-
posal that's been filed with the
Public Utility Commission.

Two bits more to be exact.

Telephone groups say the
state’s 154,000 pay phones just
aren’t making enough profit at
25 cents per call — and they want
to hike that by another two bits.

Bits, you remember, equal
one-eighth of a dollar. That’s
where they got that old cheer
“Two bits, four bits, six bits, a
dollar. All for (whatever team)
stand up and holler.”

hone use m

ABILEN® RE? vs OCT 22 295

expensive

Steve
Ray

Capitol Comments

Under the proposal by the
Texas Payphone Association,
Southwestern Bell and GTE
Communications, it may be the
Texas consumer who decides to
holler.

If the proposal is approved, it
could cost 50 cents to use a pay
phone. If it isn’t OK'd, phone
companies are threatening to get
rid of up to 20 percent of the
state’'s pay phones to save money.

Either way, thousands of
Texans could be affected. .

Most Texans have phone ser-
vice — 91.5 percent according to a
study by the LBJ School of Public
Affairs. But for many poorer
Texans, pay phones are the only
way they have to make calls for
important appointments, to talk
to friends and get information.

Now 91.5 percent may sound

“like a lot of folks have phones.
But it's below the national
average of 93.8 percent and in
some parts of rural Texas and in
poorer areas of South and West
Texas, less than 80 percent of
Texans have telephones.

“Pay telephones are the lifeline
for many lower.income Texans,”
said Janee Briesemeister of Con-
sumer’'s Union. “The public in-
terest demands that local coin
calls remain affordable.”

Phone companies say they are
losing monev on many of their
ivcal calls from pay phoues. They

“'say the average local call costs
about 40 cents and busy pay
phones are having to subsidize
the losses trom those where fewer
calls are made.

Phone companies usually subsi-
dize local calls with profits thev
make on long-distance service.
Now they say. increased competi-
tion by comganies providing
wong-distance service is cutting
pav phone profits.

And they promise that a 50-
cent cap doesn’t necessarily mean
all pay phones will go up that
high. In fact, some even said they

would consider accepting a rule
that would keep pay phones at
housing projects at 25 cents.

“We're not out there to stick it
to the general public,” South-
western Bell District Manager
Curt Hopfinger said last week.
“It’s such a competitive environ-
ment out there, we're not going to
win if we tick off the public.”

Whatever the decision, it will
be put on hold until later this
year. That's when the Public
Utility Commissioners will de-
cide about the new rules that go
into place.

Southwestern Bell — which has

ay get more

the most pay phones statewide
with 88.000 — told the commis-
sion it has removed more than
6,000 pay phones over the past
two years because they weren't

making enough profit.
If they don't get to hike pav
phone prices — that number

could jump to 30,000 more be-
cause of shrinking revenues.

If the telephone companies get
the price hike, it will hurt con-
sumer pocketbooks, If they don't.
consumers may find themselves
trying to call on a pay phone
during an emergency, only to find
the line has been disconnected.

iniuin]

Steve Ray is the capital bureau
chief for Harte-Hanks Newspa-
pers in Austin.



You may need 2 quarters to call someone who
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AUSTIN - The ::e.mmf public
ane. could go the, way of rotary

if Texas regulators go along
with the state’s pay phone operators.

In written comments filed Thurs-
day with the Public Utility Commis-
sion, the Texas Payphone
Association, Southwestern Bell Tele-
phone Co. and GTE Southwest have

raising the price ceiling on
those calls to 50 cents. Thos: calls
currently cost 25 cents in most
of Texas, although you can stxrc:ﬁ
for a dime in outposts,
including Fort Bend County.

The PUC staff has recommended
maintaining the cap at 25 cents, and
has won support for that position
from Consumers Union, an
group that publishes Consumer Re-
ports magazine, and from state Sen.
Rodney Ellis, D-Houston. Ellis
knocked down a proposed law that
would have allowed pay phone oper-
ators to charge 25 cents for every five
minutes callers spend on the phone.
In a letter to the PUC, he said his
purpose “was to ensure that coin
calls from pay phones did not in-

crease in price.”

Both he and Consumers Union are
also asking the commission to clear
up the rule so that rates don’t jump
to a quarter in areas where calls now
cost a dime.

“Pay telephones are the lifeline for
many lower income Texans,” said
Janee Briesemeister with Con-
sumers Union. “The public interest
demands that local coin calls remain
affordabie.”

But the phone companies say they
are losing money on many of their

local calls. The average local call
costs about 40 cents, said Curt
Hopfinger , a district manager with
Southwestern Bell. On pay phones in
some locations, they make. extra
money that subsidizes the losses, but
competition, he said, is cutting into
that income. The overall business is
profitable, but some of the locations
are losing money.

“We are losing subsidies on those
pay phones, mainly because of com-
petition in the pay phone industry
and in the long distance industry,” he
said. Southwestern Bell. which has
about 86,000 pay phones in the state,

accounts for nearly 70 percent of the
business in Texas, Hopfinger said.
The Texas Payphone Association,
which represents many of the
smaller operators in the business,
claims more than half of the calls
made from pay phones don't gener-
ate any income at all for the owner
of the phone. Without higher rates to
subsidize some of those losses, vari-
ous companies would consider



Price of call from pay phone could
rise to 50 cents for Texans
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AUSTIN — Texans could soon be paying
as much as 50 cents for local pay phone
service under a proposal filed yesterday
with state regulators.

The Texas Payphone Association, South-
western Beil and GTE Communications
asked the Public Utility Commission to
raise a proposed rate cap to 50 cents for local
pay phonecalls.

A consumer group said the increase
would give Texas onc of the highest pay
ph_one rates in the country, and a lawmaker
criticized the proposal as insensitive to low-
income families.

The proposal is a response to recom-
mendations by the commission’s staff that
Texas impose its first rate cap at the current
25cents.

The three telephone groups say the state's
154,000 pay telephones are no longer profit-
able with 25-cent calls.

If the PUC does not raise the cap to 50
cents. the groups said, providers may re-
move up 1o 20 percent of the state’s pay
phones to save money.

“Consumers have had the 25-cent call
since 1975," said David W. Madden, execu-
tive director of the Texas Payphone As-
soctation. “*But our costs have gone up dur-
ing that 20-year span. in most places, it costs
close to 50 cents to process a call, and in
some places it costs as much as 90 cents.”™.

The plan filed by the three groups yester-
day does not mean that ail pay phone calls
would automatically increase to 50 cents.
They would rise to whatever levels the mar-
ket would bear up to 50 cents, officials from
the three groups said.

The cap is one of several new
rules being impiemented by the
three-member PUC in response to
changes in utility law. Also, for the
first time, pay phone operators
must register the location of cach

of their phones.

And. for the first time, people
will have 1o pay 25 cents for dialing
toll-free or **800” numbers that are
not emergencies or that do not ac-
cess long-distance carriers, state
law says.

The PUC is expected to consider
these rules in mid- to late Novem-
ber.

Traditionally, service providers
have subsidized locai calls with
profits from long-distance service.

But long-distance competition. in
which customers can choose a car-
rier with each phone call, has re-
duced revenues. Madden said.

In addition. Madden said. peo-
ple in smaller communities who
had to pay long-distance charges
for calls to nearby communitics
have been successfully petitioning
the PUC during the past two years
1o expand local calling service.

In more than 600 cases, the PUC
hae aarmard chrinkino the numher

of long distance-calls made from
pay phones, Madden said.

-Sen. Rodney Ellis, D-Houston,
called on .the PUC to reject the
industry proposal.

“A pay phone is the only phone
many Texanshave,” he said.

Ellis and a representative of
Consumers Union said Texas has
one of the largest phoneless popu-
lations in the country. A study this
year by the LBJ School of Public
AfTairs determined that 91.5 per-

" cent of Texans have telephone ser-

vice, Iower than the national aver-
age 0f'93.8 percent.

Lodis Rhodes. a public policy
professor who directed the study,
said that less than 80 percent of

those living in some rural and poor
areas of South and West Texas
have phones.

“The public interest demands
that local coin calls remain afford-
able,” said Janee Briesemeister of
Consumers Union. N

Curtis Hopfinger, a district
manager for Southwestern Bell.
said iwo other states — Kentucky
and South Carolina — have rate
caps of $1. although pay phone ser-
vice in those states actually coss
much less.

Ten states allow pay pho(:Ie
charges by the minute. and six
states allow a flat charge of .35
cents. .
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Council awards S.A. firm pay phone contract

~San Pedro approved
- as the city’s sixth

. corridor district

- By JoEL WiLuiams
' EXPRESS-NEWS STAFF WRITER

The little guy won Thursday in a
battle beiween San Antonio-based
U.S. Long Distance and phone in-
dustry giant AT&T.

- City Council awarded USLD a
. contract to handle long-distance
_ calls from pay phones on city prop-
.. erly, if the caller does not desig-
nate another company.
"That means the local company
will -handie cails {from 538 coin-op-
_-erated telephones at places such as
- the airport, Convention Center and
‘Alamodome. It was the first such
coniract the company has pursued
- with a city.
. In other business Thursday, the
o council designated San Pedro Av-

A

- enue between Interstate 35 and

" Ashby Place as the city’s sixth Ur-
“-ban Corridor District. The desig-
- nalion calls [or new restrictions on
- billboards, curb cuts and building
.~ setbacks in the inner-cily zone
: erugglmg wilh urban decay.
‘Regarding the long-distance con-
’tract, Parris “Butch” Holmes Jr.,
- the chairman and chief executive
.+ of USLD, said although the three-
. . year coniract will not bring the
*.company huge amounts of money,
= its symbolism is important.
<7 “1t continues {o further our cred-
‘ibility in the business communi-
Lty,” Holmes said.
.'.The company has grown from 12
-employees in 1988 to about 1,200 to-
.day, including some 900 working in
San Antonio. It projects revenues
“:'of $250 million to $260 million in
141996,
! |AT&T was the only other com-
“<"petilor secking the cily contract.
‘$'AT&T has held the contract with
«‘the city since 1988, when a federal
< ruling said cities must designate a
: -“default carrier” for pay phones on
:-city property and rights of way.
"More than 100 USLD employees
:wearing white T-shirts with the
company logo created a pep-rally
atmosphere in the City Council
-chamber Thursday and cheered

Cedega

..*.Jf\.l.l-

when their company won the con-
tract.

Cheering for AT&T on the other
side of the room were about 20
AT&T employees, wearing red
Communications Workers of
America T-shirts. Council mem-
bers praised both sides for getting
involved in the public debate.

City staff had recommended giv-
ing the contract to USLD, in part
because the company will be pay-
ing the city nearly $200,000 more
than AT&T proposed.

Mayor Bill Thornton said he sup-
ported USLD because of the staff
recommendation, not because
USLD is from San Antonio, but
commented: “I can’t tell you how
proud [ am that staff recommenda-
tion was for a local company.”

Several other council members

also noted the local connection be-
fore casting the unanimous vote
for USLD.

Brenda Cunningham, USLD's hu-
man resources director, said it
would give a tremendous morale
boost to employees of the underdog
company “to walk through our own
airport” and see the company’s
name on pay phones.

“This is an opportunity to show
our families, our friends what we
can do,” she said.

AT&T representatives were not
available for comment after
Thursday’s vote.

Under the contract, USLD will
pay the city at least $1.1 million in
commissions over three years, and
more if long distance sales at city
pay telephones exceed $875,000 in a
year.

AT&T had proposed paying th
city a minimum of $924,000 ove
three years.

“It makes a statement that con
petition does work,” Holmes sail
“It makes a statement that USL
has come a long way in the lon
distance industry.”

- Among other business, the coul
cil: ‘

B Accepted a $2.8 million grai
from the Federal Aviation Admi
istration to help provide noise i
sulation for churches, nursi
homes and a library near San A
fonio International Airport.

B Presented to the family of P
lice Officer Michael C. McInni
who was killed in a traffic ace
dent last month while on duty,
certificate recognizing his cont
bution to the community.




